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F I N h N C E  D E P A R T M E N T  M E M O R A N D U M  

To: Thanas A. Peterson, C i t y  Manager 

m 4  : R o b e r t  H. Holrc, F k c e  Dh-ector/Treasurer 

S m :  E r n s t  & Whinney Manaqrnent k t ter  and 
"Investment Policy F e p x t "  

Prior Y e a r  C m n t - 4 p e r  a t h g  Transfers 
Last year, Ernst ti hkinney reccanended we implement a cmputer prograx to 
print tweive m n t k s '  opera- transfer ac t iv i ty  on a single report. This 
would s p e d  up their audit m r k  and onr staff mrk.  My carr~nent t h i s  year 
is the same as the previous yew. That is, we have this prcqramting 
request listed, but it doesn't have as high a p r io r i ty  as other projects,  
such as, payroll, u t i l i t y  bi l l ing,  ccmbining ~ n n u a l  financial reprts, etc. 

Self-Insurance Reserve_ 
F a s t  & wfiinney is recamending a full-tine " r i b K  management" p r s o n  to 
reviex the reserves set up lqy tJe Workers' Canpsxation arid Liabil i ty 
Administrator. I believe t h i s  is a significant cost i t a t ,  and, until we 
can jus t i fy  adding this position to  rhe City, I muld  reccmnend we continue 
t o  accept the reserves is stated. 

Payroll Costs 
%mst & Whinney bas r e c m d e d  we review the actual paymll costs to  
budget amounts on a mre frequent basis. W e  concur and plan to review 
these ccsts on e monthly basis and recctIcnend adjustments to  appropriations 
when needed. 

Personnel Files 
Ernst & Whinnev reamnmd& t h l y  recording of pay ra te s  a d  cther 
personnel infomktion on the personnel records. I d o n ' t  believe t h i s  is a 
major problem, haever ,  the addition of s tdff  approved by Council should 
a l levia te  this problem. 

Ehployee Time Cards 
Ernst & wkinney recarmends n ~ r 2  r igid enCorcanerlt cf ;Ippmvals on time 
cards. W e  have requested a l l  City sqervisors to approve time cards, 
however, scrne occasionally s l i p  1-hrough wi thou t  approval. WE! are adding a 
cert i f icat ion statement t o  each tune card tha t  will require each supervisor 
t o  cer t i fy  the work hzs been performed. This statemerit will be printed on 
each new t i m e  card issued as soon as we Carl use up the old time cards. W e  
hope this cert i f icat ion stamnt a;?d closer supervision by our staff trill 
eliminate this problem. 
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Canpensated Absences 
Emst & Whinney is rwiestinq closer monitorinq of the data and fonnula 
used to calcul&e these- liabicities. The Governxkntal Accounting Standards 
Board (GASi3) requires this l i a b i l i t y  to  be stated a t  the end 05 each f i s c a l  
year. What these figures represent i s  a thearet ical  accounting cmncept 
based upon +-he assumption the City w d l d  have to close its dwrs a t  June 
30. This then would obligate the City ~L I  gx~y its ?n-ployees for any mu& 
vacation and sick leave. The sick leave calculation is based upon the 
existing formula that a l l a 7 ~  those employees eligible for  retirement be 
granted paid health premium for a percent of the i r  mused s i c k  leave based 
upon years of service wit5 the  City. In  the past, Ernst & \?hinriey, 
per-fonwd t h i s  calculation; haever ,  t h i s  year, we calculated mst of the  
figures d r s e l v e s ,  and sane of the dsta came f m  both the i r  off ices and 
OIYS. X e  sha l l  try t o  ful ly autmate t h i s  function next year, arld, 
hopfullj., e l imhate  tk~s problem. 

. 

Reprtinq Software 
Ernst & Whbey is recarmending we p r e p r e  the "ccnnbined Annual Financial 
Reports" (CAFP). For the past twelve years, the responsibility for the 
prepamtion of the CAF'R has k e n  the auditors' based upon the request for 
proposal and fee for services. I concur with t h e i r  c m t  and feel it is 
appropriate we prepare the CAFR; the auditors would then audit the CaFR. 
mis should save audit fees in ensuing years. W e  are looking into 
obtaining software for t h i s ,  and we are contacting other California cities 
that may be ahle t~ assist us, This w i l l  be a major project for  our Data 
Processing and A d t i n g  staff. 

Improved Use of Idle Assets 
Ernst. & whinriey recamnends k'c contact otker cities who may be intercsted in 
using our heaiy duty crane. A t  the time t h i s  purchase was inclucLd in the  
1587-88 dudget, on? of the pri.maF7 reasons was to have one readily 
accessible in the event it was need- 1. Other cities have. the sam problem 
we had, and that is %ken ycu need one you cannot find one, or, i f  you can, 
the tim it takes to transport it is considerable and costly. 

e p i t a l i z a t i o n  Policy 
Ernst & Whinney reccnmends we review eAupenditures, for capital izat ion 
pxpses, pr ior- to  the close of the f i sca l  year or a t  l eas t  quarterly. 
agree and plan t o  do so for the n e x t  f i sca l  year. 

wz 

"Reverue/EXpen diture Reprts" 
Emst b Whinney recamends the "Revenue/Expenditure Reports" (for capi ta l  
comtruction projects) indicate budget appropriations for work that  can be 
accmplished i n  one f i sca l  year versus the cost of the en t i r e  c a p i b l  
project. When we prepaE the CAFR on our own, we ray be able to add an 
additional colm indicatb.q what would be a cwrent f i s c a l  year budget. 
This infoimti.on may ke significant for an auditor LO use for canparison 
purposes. Hawever, it may not mean that much to non-audit t y p  persons. 
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- 3 -  January 10, 1989 

Frnst & Whinney states the Library reinvests stock dividends to 
purchase additional s h m s  of stcck which is considered speculative L? 
nature. I have forwarded this i t e m  to the City Librarian fo r  h i s  
cxxmieqt - 
mst & Whinney states the "Investment Policy R e p o r t "  requires all 
secur i t ies  to Se transferred to the City's designated bank, and t h a t  w e  
are presently holding G M A  securities i n  cur vault. While there is 
nothing unsafe or wrong with holdkg our awn securities, the 
"Investment Policy Report" does not provide for  it. W e  are contacting 
.several regional banks reyarding safekeeping ssrvices . 
Ernst & Whinney states we did not m r t i z e  the discount we  received on 
the p.rchase of federal securities. This was an oversight, and we have 
W e n  care of this i t e m  w i t h  an adjusting journal entry. 

Enst & W h h y  states we picked up the wronq June 3 0 ,  1988 figure on 
the m k e t  value of the federal securities purchased fKHn Midland 
Montawe. In doing this, w e  understated *he value of the securities. 
We adjusted our books to  shcw the increase of $526,131 i n  market value 
a t  June 30, 1988. 

L 

Robert H. Holm 

m:ss  



Erns t and Whi nney 
555 Capital Mall, Sviite 650 
Sacramento, CA 95814 

January 2 4 ,  1989 

i 

Gent 1 emen : 

This l e t t e r  w i l l  confirm. the action taken by the Lodi City Council a t  
i t s  regular meeting of January 18, 1989 whereby the City Council, by 
motion a c t i o n  received for f i l ing the 1!%7/88 Audit and Management 
l e t t e r  as prepared by your firm. 

. Shou?d yol: have any questions regarding th is  matter, please do  n o t  
hesitate t o  ca?l this office. 

Very t r u l y  yours, 

f i M R : j j  

cc: Robert Hoim 
Finance Director 
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Ernst SLWhinney 

The City Council 
City of Lodi 
Lodi, California 

555 Capitol Mall. Suite 650 
Sacrnmento. California 958 1.1 

9 16!447-?237 

We have audited the financial statements of the City of Lodi for the year 
ended J’une 30, 1988 and have issued our report thereon dated November 18, 
1988. As part of our audit, we made a study and evaluation of <he system 
of internal accounting control only to the extent we considered necessary 
to determine the nature, timing, and extent of our auditing procecures. 

Our study and evaluation made for the limited purpose described above 
would not necessarily disclose all material weaknesses in the system. 
Accordingly, we do not express an opinion on the system of internal 
cccounting control of the City of Lodi taken as a whole. However, our 
study and evaluation disclosed no condition that we believed to be a 
material weakness at June 30, 1988. The following suggestions are 
submitted to assist in impr0vir.g Frocedures and controls. 

This report ir; intended solely for the use of  management. This 
restriction is not  intended to limit the distribution of this report, 
whicn, upon acceptance by the Cizy of Lodi, is a matter of public record. 

November 18, 1988 
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ACCOUNTING SYSTEMS .AND INTERNAL CONTROLS 

Prior Year Comment - Operating Transfers 

Operating transfers during the ;-ear are dct.ruined by manually searching 

through each fund's equity ac,;unt in e ch month's general ledger. 

Year-to-date summary reports of furld balance activity would enhance the 

prr.cess of identifying operating transfers for financial analysis and 

st;te reporting. 

i 

S e l f  - Insurance Reserve 

The year-end accrual of claims f?r the self-lnsurance reserve are 

computed by the carrier. These claims are currently reviewed only for 

reasonableness. A full-time "risk management" employee on staff to 

review the technical aspects of claims submitted would ensure that the 

review and monitoring of workers' Compensation claims is appropriate and 

cost effective. 

Payroll COSCS 

A comparison of actual payroll costs to budgeted anounts should be 

performed consistently. We recommend that the Assistant Finance Director 

compsre these figures on a monthly basis and that unusual variances be 

investigated timely. This prccess should result in better control over 

payroll costs and more accurate information regarding budget variances. 
(di i 

Personnel Files 

Documentation of changes in pay rates and filing of other personnel 

information is an important aspect of payroll internal controls. We 

recommerij that the City re:>rd and file changes in a timely manner to 

real\-ze strengthened interiial controls. 

B, 

0 

-1- 



-I Employee Tine Cards 

A l l  employee time c i r d s  should be approved throughout t h e  pay p e r i o d . '  Wi: 

sugges t  t h a t  the C i ty  more r i g i d l y  enforce  e x i s t i n g  p o l i c i e s  which s t a t e  

t h a t  departmer.t supe rv i so r s  approve t i m e  c a r d s .  W e  a l s o  recommend t h a t  

t h e  p a y r o l l  c l e r k  r e t u r n  unapproved t i m e  c a r d s  t o  t h e  appropr iace  

supe rv i so r s  f o r  approval .  The enforcement o f  t hese  p o l i c i e s  s?Iould 

s t r eng then  i n t e r n a l  c o n t r o l s  by g a i n k g  assurance  t h a t  employees a r e  n o t  

be ing  pa id  f o r  hours they have n o t  wilrked. 

Compensated Absences 
. -  

Accurate d a t a  and t imely  computation of vaca t ion  and s i c k  l e a v e  acc rua l s  

a r e  necessary f o r  proper recording  and monitoring of t h e s e  l i a b i l i t i e s .  

W e  recommend a formal process be documented t o  ensure  t h a t  e r r o r s  i n  

f u t u r e  computations a r e  minimized. This  process  should inprove t h e  

accounting f o r  the  v a c a t i o n  and s i c k  leave  l i a b i l i t y .  

ADMINISTRATIVE AND OPERATIONAL CONTROLS 

Report ing Software 

An automated system f o r  compiliiig the  f i n a n c i a l  r eco rds  i n t o  t h e  

necessary f i n a n c i a l  s ta tements  f o r  governmental e x t e r n a l  r e p o r t i n g  

purposes should be obta ined .  We recommend t h a t  t h e  C i ty  l o c a t e  t h e  

appropr i a t e  software and implement t he  a p p l i c a b l e  f i n a n c i a l  r e p o r t i n g  

procedures a s  t h i s  w i l l  r esu l t :  i n  a more e f f i c i e n t  year -end a i ld i t  as w e l l  

a s  provide the City wi th  a b e t t e r  f i n a n c i a l  t o o l  f o r  i n t e r n a l  r e p o r t i n g  

and review purposes throughout the  yea r .  

- 2 -  
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Improved Use of Idle Assets 

Thi: iiLy recently purchased a twenty-ton crane which may be idle during 

the year. We recommend that the City contact other municipalitces within 

100 miles to inform them of the availability of the crane. Thus, when 

the crane is not being used, it could be rented out for a fee. This same 

process should be considered for any other potentially idle assets. 

Capitalization Policy 

It is our understanding that the City reviews expenditures in applicable 

funds for capitalization several months after the end of the fiscal year 

in which the expenditure arose. We recomnlend that the City review 

expenditures for capitalization purposes at least quarterly and 

capitalize fixed asset  expenditures at that time. This will result in 

the City’s fixed asset records being more useful for internal and 

external reporting purposes. 

Revenue/Expenditure Reports 

The Appropriations (budget) column of the Revenue/Expenditure Reports is 

currently stated on a project basis only. We recoinmend the Report 

reflect the budget on a fiscal year basis s o  that the comparison of 

budget to actual becomes meaningful. This can be accomplished by either 

adding a column to the Report to denote actual praject revenues/ 

expenditures on a fiscal year basis or keep manual accumulations of 

necessary information f o r  accurate comparison purposes. The availability 

of easily accessible budget-vs. -actuai project information should 

facLlitate better monitoring of variances frcm budgec. 

- 3-  



Er nst &W hinney 

? The Ci ty  Council 
Ci ty  of Lcdi 
Lodi. Ca l i fo rn ia  

555 Capitol Mall, Suite 650 
Sacraincnro. California 9581 4 

9 161447-3737 

WE: have applied c e r t a i n  agreed-upon procedures enumerated below with 
respec t  t o  the  Statement of Investment Policy adopted by Council 
Resolut ion 87-121. Our review was made s o l e l y  r o  assist you i n  
eva lua t ing  compliance with t h a t  pol icy .  The procedures we performed a r e  
summarized a s  follows: 

a .  We confirmed th2 City 's  inves t rents  a s  of June 30,  1988.  

b. W e  reviewed the monthly investment r epor t s  ,submitted t o  the C i t y  
Council by the Treascrer. 

C .  W e  reviewed the System of Incernal  Investment Controls.  

I n  connection with the procedures r e f e r r e d  t o  above, except a s  se t  f o r t h  
i n  the  accompanying schedules, no mat ters  came t o  our a t t e n t i o n  t h a t  
caused us  t o  believe t h a t  investnen: balances might require  adjustmen;. 
Had we performed addit ional  procedures, o the r  mat ters  might have come t o  
our a t t e n t i o n  t h a t  w o d d  have been reported t o  you. This r epor t  r e l a t e s  
only t o  the  StatenenZ of Investment Policy and does not extend to  any 
f i n a n c i a l  statements of the C i t y  of Lodi, taken a s  a whole. 

j 

November 18, 1988 
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I n c i d e n t s  o f  Noncompliance with the  
Statement  of  Irives tment Policy 

C i ty  o f  Lodi 
Year Ended June 3 0 ,  1968 

Findings 

1. The Statement of  Investment Policy s t a t e s  t h a t  t h e  C i t y  may no t  
s p e c u l a t e  o r  purchase s tocks .  However, t he  C i ty  L ib ra ry ’ s  investment 
p o r t f o l i o  contained common s tock  valu.ed a t  $96,000 a t  June 3 0 ,  1988. 
The l i b r a r y  obtained the  s tock  through beques ts ,  s tock  dividends and 
d iv idend reinvestment  programs. This  reinvestment  i s  cons idered  a 
purchase of  s tock .  Furthermore, t he  continued ho ld ing  of  t he  s t o c k  
is  s p e c u l a t i v e .  

The Statement o f  Investment Policy s t a t e s  “All s e c u r i t i e s  [will be]  
t r a n s f e r r e d  t o  t he  C i ty ’ s  des ignated  bank. Th,: Ci ty  is  cvrrentl ly 
keeping  t h e  c e r t i f i c a t e s  of depos i t  and Governnient Nat ional  Mortgage 
Assoc ia t ion  (GNMA) c e r t i f i c a t e s  i n  the  C i t : r  11611 s a f e .  

During OUT a u d i t  procedures we noted t h a t  t he  C i ty  has  no t  amort ized 
t h e  d iscount  on the  purchase of U.S. Treasury B i l l s  i n  accordance 
wi th  gene ra l ly  accepted accounting p r i n c i p l e s .  An adjustment  t o  
i n c r e a s e  the  balance by $38,800 w a s  r equ i r ed  t o  p rope r ly  r e f l e c t  t he  
c u r r e n t  book va lue  of  the  p o r t f o l i o .  

The June 30, i968 Summary Report of Invesrmencs showed an  i n c o r r e c t  
p r e s e n t  market va lue  of $495,974 f o r  t h e  Midland/Montagu U . S .  
Treasury  B i l l s .  The amount should have been $526,131. 
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REPORT OF INDEPENDENT AUDITORS 

The Ci ty  Council 
Ci ty  of Lodi 
Lodi. Cal i fornia  

555 Capitol Mall, Suite 650 
Sacramento. California 95813 

9 16'437-3237 

W e  have audited the accompanying general  purppse f i n a n c i a l  s t a t emer t s  of 
the  City of  Lcdi, Ca l i fo rn ia ,  as  of and f o r  the year ended June 30, 1983,  
as l i s t e d  i n  the t a b l e  of contents .  These f i n a n c i a l  statements a r e  the 
r e s p o n s i b i l i t y  of tkc C i t y ' s  management. Our r e s p o n s i b i l i t y  is  t o  
express an opinion on these  f inanc ia l  statements based on our a u d i t .  

W e  conducted our aud i t  i n  accordance w i t h  genera l ly  accepted aud i t ing  
s tandards .  Those standards require  t h a t  we plan 2nd perform the  a u d i t  t o  
ob ta in  reasonable assurance about whether the  f i n a n c i a l  statements a r e  
f r e e  of mater ia l  misstatement. An aud i t  includes examining, on a tes t  
b a s i s ,  evidence supporting the amounts and d i sc losures  i n  the f i n a n c i a l  
statements.  An audi t  a l s o  includes assess ing the  accounting p r i n c i p l e s  
used and s ign i f i can t  es t imates  made by management, as wel l  as evaluat ing 
the  o v e r a l l  f inanc ia l  statement presenta t ion.  W e  be l i eve  t h a t  our a u d i t  
provides a reasonable b a s i s  f o r  our opinion,  

Complete records a r e  not  maintained f o r  genera l  f i x e d  a s s e t s  and, 
the re fo re ,  the general purpose f inanc ia l  statements r e f e r r e d  t o  above do 
not  include a statement of general f ixed a s s e t s ,  which should be included 
to conform with generally accepted accounting p r i n c i p l e s .  

The records of tne en te rp r i se  furids were incon;plece as t o  f ixed  a s s e t s  
and r e l a t e d  depreciat ion.  Because we were unable t o  s a t i s f y  ourselves a s  
t o  the  proper recording of the f ixed a s s e t s  and r e l a t e d  deprecia t ion by 
appropr ia te  aud i t  t e s t s  o r  by other  means a s  a r e s u l t  of such incomplete 
records ,  we a r e  unable t o  express an opinion on the  accompanying 
f i n a n c i a l  statements of che en te rp r i se  funds. 

In our opinion, except t h a t  the omission of the  statement of  geners l  
f ixed a s s e t s  described above r e s u l t s  i n  an incomplete p resen ta t ion ,  the 
general  purpose f inanc ia l  statements,  o ther  than the e n t e r p r i s e  funds 
r e f e r r e d  t o  above, present  f a i r l y ,  i n  a l l  ma te r i a l  r e spec t s ,  the  
f i n a n c i a l  pos i t ion of the C i t y  o f  Loai, Ca l i fo rn ia ,  a t  June 30,  1988, and 
the  r e s u l t s  of i t s  operat.ions and the changes i n  f i n a n c i a l  pos i t ion  of 
i t s  propr ie tary  fund types an:! s i m i l a r  t r u s t  funds f o r  the year then 
ended i n  conformity with generally accepted accounting p r i n c i p l e s .  

1 
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The City Council 
City of Lodi 
Lodi, California 

Our audit was made for the purpose of forming an opinion on the general 
purpose financial statements taken as a whole. The financial statements 
and schedules listed in the table of contents are presented for purposes 
of analysis znd are not a required part of  the general purpose 
financial statements of the City of Lodi, California. Such information 
has been subjectcd to the auditing procedures applied in our a-dit of the 
general purpose financial statements and, in our opinlon, is fairly 
stated in all material respects in relation to the general purpose 
financial statements taken as a whole. 

additional 

November 18, 1988 
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COMBINE@ BALANCE _':!CCT - A U  F W D  IYPES 
AND ACCOUNT CROUP 

C I N  OF LODI 

June 30, 1988 

Governmental Fund T y p e s  

Special Debt 
General Revenue Service -- 

ASSETS 
Cash and certificates of deposir- 

Investments-Note C 
Receivables (net of allowances for 

uncollectibles): 

Note C 

Accounts 
Special assessments 
Inter?st 

Due from (to) other funds or 

Sfipplies inventory 
Other assets 
Fixed assets 
Accumulated deprecjation 
,2mount available in Debt Service Fund 
Amount to be provided f o r  retirement 

L.' general lung-term debt-Note G 

goverrnental agencies-Note D 

w 

$3,366,517 $3,004,189 $140,11i 
2,041,267 1,821,571 84,958 

315,135 2,229 
i, 145.000 

71,900 22,570 

427,600 (141,831) 

9,475 17,845 
73,940 

Proprietary Fund Types 

Internal 
Enterprise Service 

$11,818,173 $ 910,475 
7,165,877 552,062 

1,710,023 1,080 

237.221 16,306 

1,319,186 

31,818,316 
(12,307,991) 

ia ~ 974 32,OJO 

Fiduciary 
h n d  Type 

Trust and 
I Aqency 

$2,G36.779 
1,598,796 

359,000 

1,750 

169 

Account 
Group 

Generai Totals 
Long-Term (Uemorandurr 

Debt Only) 

$21.876.250 
13,264.531 

? ,  307,667 
1,145.000 

349.927 

285 ~ 769 
1,3?3,126 

31,810,318 
(12,307,951) 

$ 225,074 225 I 074 

3,204,615 3,204,615 

7 a , ~ 6 3  

--- ___- ___- -- 
TOTAL ASSETS $5,871,573 82?_5_,074 j L 7 7 9 , 8 8 !  &211,924 u z  L4- $63,720,549 
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Fiduciary Account 
Governmental Fund Types 

Special Debt 
General .Revenue Service 

- Proprietary Fund T y p e s  Fund Type Croup- 
General Totals 

Internal T&.ust and lang-Turin (Memorandum 
Enterprise Serrice A%!!!! ___- Debt Only’ - - - 

LIABILITIES AND Fu113 EQUITY 

LIABILITIES 
Accounts payable and other 

lfnbilieics $ 438.569 
Accrued salaries And vages 492,843 
Payable from reSKrictod aS50KS- 

Due to other funds 
Acc-ued compensated absences 560,465 
Deferrod revonuo 
Accrued selc-insurance claims 
Special Assessment bonds payeblo. 

Censral oblIgacion bonds payable- 

Note F 

net of discoiint-.lotc C 

$ 787.023 $ 23,638 $ 1,933 
101,944 4 , 6 5 4  

$ 1,368,177 
654,216 

$ 117,014 
54 ~ 775 

4 ,080,456 4,080,456 
359,100 427,600 

$ 994,689 1,634,3146 
1,145,000 

902,016 

903 I 252 

68,500 

1,145.000 
299.192 

982,016 

983,252 

2 ~ 368 I 545 
-NoKe C 2-435,oo~ 2,435,ooc 

1.188.159 i,OO5,654 8,446,143 3,429,689 13,910,063 TOTAL LIABILITIES 1,471,877 
FUND EQUI” 

Retained earnings 
Fund balances: 

Reserved for encumbrances 307,611 
Reserved for supplies inventory 203,301 
Unreszrvsd: 

Designated for debt service 
Designated for subsequent 

years’ expendicures 4,323,125 

40,591,722 506,270 41,097,992 

277,902 137 585,650 
203, d l  

225,074 $225,074 

1,880,871 
1,344,259 
3.503.032 225,074 

54,703 
95,511 

40,591,722 506,270 150,351 

6,258.699 
1,439,770 

49,810,486 
Undesignoted 

TOTAL FUND EQUITY 4,834,037 
COMNITHWTS AND CONTINCENCIES- 

tioces I, J and K 

TOTAL LIABILITIES AN2 FUND EQUITY 26,305,911 $5,871,573 $225,’074 $41,779,881 $1,511,922 &.59bb494 33,429,689 363,720,549 

See notes to finmcial statements 

. 



CCMBINED STATEKENT OF REVEhVES, EXPEXDITURES, .Q'D 
GiQ-VGES I N  F'UND EAYU'CES - ALL GOVEFXXEfiThL FUND TYPES 
f d D  EXPENDABLE TRUST FUXD 

CITY OF L O D I  

Year Ended June 30, 1988 

XEVENUES 
Taxes 
Licenses and permits 
Intergovernmental revenues 
Charges f o r  se rv ices  
Fines ,  f o r f e i z s  and pena l t i e s  
Use of money and property 
Miscellaneous revenues 

TOTAL REVElGdES 

EXJENDTTURES 
Gurrenc : 

General government 
Publ ic  p ro tec t ion  
Publ ic  works 
Sarii t a t ion 
L i t  'ary 
Parks and rec rea t ion  

Cap i ta l  ourlay 
Debr. s e r v i c e :  

P r lnc ipa l  re t i rement  
I n t e r e s t  and f i s c a l  charges 

TOTAL EXPENDITLEES 

Governmental E d  Types 

General 

$ 7,476,816 
426,699 

1,865,462 
2,085,501, 
268,225 
478,238 

13,?G2,118 
-- 401,173 

Spec ia l  Debt 
Revenue Service 

$1,602,337 

1,201,838 
41,862 
48,068 

1.19G ,506 
-_ 39,407 
4,13O,018 

2,529,711 551,976 
6,123,230 673,160 
2,056,385 125,425 
2.757,419 

654,541 
1,695,376 
825,48! 2,4'~0,002 

$355,003 
- 101.057 

15,987,606 4,415,102 456,057 

EXCESS O F  REVGWES GVEE 
(UNDER) EXPEE3ITLjRES (2.085 ,&88) (285,086) (456,057) 

OTHER FINANCING SOURCES (USES) 
Operating t r a n s f e r s  i n  5,870,105 459,850 
Operating t r a n s f e r s  out  (2,239,659) 1 8 0 , 0 0 0 )  

TOTAL OTHER F1::kKCING 
SOURCES (USES) 3,630,446 -_ (80,000) 459,850 

EXCESS OF REVENUES ARD OTHER 
SOURCES OVER (UNDER) JXPEh'D- 

ITURES AND OTHER USES 1,544,958 (365,086) 3,793 

Fund balances - J u l y  1, 1587 3,289,079 3,868,118 221,281 

FUND BALANCES - JL'SE 30, 1988 $ 4.834,O:i $3,503,032 $225,074 --- =2----- ---==a -- 
See notes  t c  r i n a n c i a l  statemezis 
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Fiduciary 
Fund Tyre 

Expendgble 
Trus t  

$ 10,697 

10,697 

10.697 

10,697 

143, 802 

$154,500 

T o t a l s  
(Memorandum 

Only) 

$ 9,079,153 
426,699 

3,067,300 
3.027.363 

316,297 
1.685.441 
-440; 580 

18,042,833 

3,081,687 
6,796,390 
2,181,814 
2,757,419 

654,541 
1,695,376 
3,235,483 

355,000 
i01.057 

20,858,767 

(2,815,934) 

6,325,955 
(2,319,659) 

4,010,296 

1,194,362 

7 :  522,281 

$2,716,643 ~ . -  
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COMBINED STATEMENT OF REVENUES, EXPENDImES, AND 
CHANGES I N  FLVD BALANCES - BUDGET AND AClWAI. . 
GENER’.L A N D  SPECIAL REVENUE FUNDS 

CITY OF MDI 

Year Ended J u n e  30,  1988 T o t a l s  
Spec  l a 1  Revenue Fund (Memorandum On ly )  - G e n e r a l F u n d  -- 

Var i ance  Va r i ance  Va r I ance  
Favo roh l e  Favo rab l e  Favor a b 1 e 

A c  t u n  1 (Un f avc  r nb l e l  BudEet - -Actual  I y n f a v o r a b l a )  Budget - Actua l  (Unfavo rab l e )  Budget 

REVEhVES 
Taxes  $ 7 ,522 ,145  $ 7, [ ,76 ,816 $ (lb5.3293 $ 1 , 5 3 9 , 2 8 5  $1,6(32.337 $ 63,052 $ 9 , 0 6 1 , 4 3 0  $ 9 , 0 7 9 , i 5 3  $ 17 ,723  
L l c e n s e s  and p e r m l t s  364,270 4 2 6  ~ 699 62 .429  36!+, 270 426 ,699  62 ,429  
In t e rgove rnmencn l  r evenues  1 , 8 2 d , 6 7 0  1 , 8 6 5 , 4 6 2  36.792 1 , 1 8 5 , 6 9 0  1 , 2 0 1 , 6 3 8  ( 1 8 3 , 8 5 2 )  3 , 2 1 h , 3 6 0  3 , 0 6 7 , 3 0 0  (147.060)  
Charges  f o r  s a r v i c e s  2 , 535 .325  2 , 9 8 5 . 5 0 1  450 ,176  38,000 41,862 3 ,062  2 .573 .325  3 , 0 2 7 , 3 6 3  (4 5 4  , 0  38 
F l n o s .  f o r f o l c s  nnd 

pena l  c l e  s 212,500 268,229 5 5  I 729 4 4 ,  GOO 48.068 4 .068  256,500 316,297 59.797 
Use o f  money end p r o p e r t y  388 ~ 325 470 ,238  89 .913  4 5 0 , 5 9 5  1 , 1 9 6 , 5 0 6  745,911 8 3 8 , 9 2 0  1 , 6 7 4 , 7 4 4  835,824 

T:)TAI. REVENUES 13,043,355 13.90?,1111 858 ,763  3 , 4 6 6 , 5 7 0  4 , 1 3 0 , 0 1 8  663,448 1 6 , 5 0 9 , 9 2 5  1 8 , 0 3 2 , 1 3 6  1 ,522 ,211  
Z(lsca1lniieouu r a w :  ucs -.- 192,120 -401 L?? -.2?.J2?2 9 . g 0 0  -.-29,,z 30,307 201,110 [,‘$02E -__Q&460 

I 

EXPENDITIJRES 
C u r r e n t :  

Gene ra l  government 2 , 267 ,592  
Pub l i c  p r o t e c t i o n  5 .857 .271  
P u b l i c  works 2 ,150 ,242  
S a n i  t a t  i o n  2 ,451 .864  
L i b r a r y  
? a r k s  and r e c r e a t i o n  1 , 6 6 6 , 3 5 6  

C a p i t a 1  o u t l a y  3 , 6 9 6 , 7 9 5  
TOTAL EXPENDITURES -18 ,090 ,120  

2 , 5 2 9 , 7 1 1  ( 2 6 2 , 1 1 9 )  675 ,556  551 ,376  
6 .123 .230  (265 .959 )  6 7 3 , 1 6 0  673 ,160  
i , 056 ,389  9 3 , 8 5 3  537.915 125 .425  
2 ,757 ,419  (305 .555 )  

700 ,880  6 5 4 , 5 4 1  
1 , 6 9 5 , 3 7 6  (2C.020) 

- a 2 5 . m  2 ,871 ,314  4 , 9 5 1 , 9 3 8  2 , 4 1 0 , 0 0 2  
-1296% - 2,102,514 7 ,579 ,449  4 ,415 ,  iO4 

123 ,580  2 , 9 4 2  I 148 3 .081.687 (138 ,533 )  
6 , 5 3 0 , 4 3 1  6 , 7 9 5 , ? 9 0  (265 ,959 )  

412,440 2 , 5 8 8 , 1 5 7  2 , 1 8 1 , 8 1 4  506 ,343  
2 , 4 5 1 , 8 6 4  2 , 7 5 7 , 4 1 7  (305 ,555 )  

6516,541 
1 , 5 6 6 , 3 5 6  1 , 6 9 5  ~ 376 ( 2 9 , 0 2 0 )  

; r6 .?39 I 46 ; j 3 9  700,830 

5 ,453 ,250  2 , 5 5 1 , 9 3 6  8 . 6 8 8 , 7 3 ?  3 , 2 3 5 , 4 8 3  ._ 
3 ,164 ,345  25,669,569 20 ,402 ,710  5 , 2 6 6 , 8 5 9  

EXCESS OF REVENUES OVER 
(UNDER)  EXPENDITURES ( 5 , 0 4 6 , 7 6 5 )  ( 2 . 0 8 5 , 4 ” ? )  2 .961.277 ( 4 , 1 1 2 , 8 7 9 )  ( 285 .086 )  3 , 827 .793  ( 9 , 1 5 9 , 6 4 4 )  ( 2 , 3 7 0 , 5 7 4 )  6 , 7 8 9 , 0 7 0  

OTHER FINANCING SOURCES (USES) 
O p e r a t i n g  t r a n s f e r s  i n  2 ,199 .810  5 , 8 7 0 , 1 0 5  3 ,670 .295  2 , 1 9 9 , 8 1 0  5 , 8 7 0 , 1 0 5  3 ,670 ,295  - 
O p e r a t i n g  t r a n s f e r s  o u t  - ( 405 ,275 )  ( 2 , 2 3 9 , 6 5 9 )  _L1,834,384)  ( 1 0 0 , 0 0 0 )  (80,000) 20,000 ( 505 ,275 )  ( 2 , 3 1 9 , 6 5 9 )  - Q 8 1 4 , 3 8 4 )  

TOTAL OTHER FI.‘lANCINC 
SOURCES (USES) 1 , 7 9 4 , 5 3 5  3 , 6 2 0 , 4 4 6  1 , 8 3 5 , 9 1 1  (100,000) (80,GOO) 20,000 1 , 6 9 4 , 5 3 5  3,550.406 1 , 8 5 5 , 9 1 1  

EXCESS OF REVENUES LVD OTHER 
SOURCES OVER (UNDER) 
EYPENDITURES AVD OTHER USES ( 3 , 2 5 ^ , 2 3 0 )  1 , 5 4 4 , 9 5 8  4 , 7 9 7 , 1 8 8  ( 4 , 2 1 2 , 8 7 9 )  (365,066)  3 , & > 7 , 7 9 3  ( 7 , 4 6 5 , 1 0 9 )  1 , 1 3 9 , 8 7 2  8 , 6 4 4 , 9 8 1  

Fund b a l a c c e s - J u i y  1, 1987 3 , 2 8 9 , 0 7 9  3 , f 8 9 . 0 7 9  3 , 8 6 8 , 1 1 8  3 ,862 ,118  7 ,157 .197  7 , 1 5 7 , 1 9 7  

F U N D  BALANCES-JUNE 30,  1988 $36,Bh9 -834.037 3 4,797,188 5 ( 344 ,761 )  33,847,793 %_1307.912) 8 , 3 3 7 , 0 6 9  S 8 . 6 4 G J 9 8 1  

See  notes co f i n a n c i a l  s t a t e m e n t s  

.~ . . ...... - . . . .- . . . . . , ~. . . . .  



CONBINED STATMENT OF REVENUES, EXPENSES, AND 
CHANGES If! RETAINED E A R N I N G S / m D  BALWCES - ALL 
PROPRIETARY FUND TYPES AND SIMILsR TRUST FUNDS 

CITY O F  LODI 

Y e a r  E n d e d  June 3 0 ,  1988 
Fiduc ia ry  

P r o p r i e t a r y  Fund T p e s  Fund T y p e  
Non- T o t a l s  

O n l y )  
Internal  E x p e x d a b l e  (Memorandm 

- E n t e r p r i s e  S e r v i c e  T r u s t  

OPERATING REVEMJES C h a r g e s  fcr services $ 2 7 , 9 0 7 , 8 6 3  $ 9 3 0 , 6 5 1  
TOTAL OPERATIWG REVENUES 27.907,863 9 3 0 , 6 5 1  

GFERATING EXPENSES 
P e r s o n a l  services 
S u p p l i e s ,  mater ials .  and services 
E l e c t r i c ,  s e w e r ,  and w a t e r  
D e p r e c i a t i o n  
B e n e f i t  p a p e n t s  
R e f u n d s  

TOTAL OPERATING EXPENSES 
NET OPERATING INCOME (LOSS) 

2 , 3 2 6 , 2 4 1  
3 , 8 0 4 , 9 8 6  

1 5 , 3 0 7 , 7 3 9  
1 , 1 1 2 , 1 6 4  

2 4 5 , 3 2 7  
2 2 , 8 0 6 , 4 5 7  

5 , 1 0 1 , 4 0 6  

2 4 2 , 6 0 9  
2 6 6 , 5 4 3  

6 6 8 , 9 8 5  

1 , 1 9 8 , 3 3 7  
- 

( 2 6 7 , 6 8 6 )  

$ 1 0 7 , 5 5 4  
348 ,?&7 

-- 
456 ~ 501 

( 4 5 6 , 5 0 1 )  

$ 2 8 , 8 3 8 , 5 1 4  
2 8 , 8 3 8 , 5 1 4  

2 , 6 8 6 , 6 0 4  
4 , 4 4 0 , 4 7 6  

1 5 , 3 0 7 , 5 3 9  
1 , 1 1 2 , 1 6 4  

6 6 8 , 9 8 5  
2 4 5 ;  327 

2 4 , 4 6 1 , 2 9 5  
4 , 3 7 7 , 2 1 9  

NONOPEPa\TING REVENUES 
275 ,234  275 ,234  S e w e r  bond taxes 

1,447,&5!' 8 8 , 4 7 8  1 , 5 3 6 , 3 3 7  
1 2 9 , 7 1 6  

I n t e r e s t  reveRue 
121 ,766  7,950 

508.957 861 L 9 x  
R e n t  

353 ,034  
2 , 8 0 3 , - 2 2  

O c h e r  516 ,907  
INCOME (LOSS) BEFORE OPERATING TRANSFERS 7 ,299 .299  ( 1 7 9 , 2 0 8 )  6 0 , 4 0 6  7 , 1 8 0 , 4 9 7  

TOTAL WONOPERATING REVENUES 2 , 1 9 7 , 6 9 3  8 8 , 4 7 8  

( 4 . 0 5 4 , 0 7 5 )  323.562, 2 1 6 , 5 9 0  ( 3 , 5 1 3 , 9 1 6 )  N e t  operar ing t ransfers  i n  (out) NET INCOME 3 , 2 4 5 . 2 2 4  1 4 4 , 3 6 1  2 7 6 , 9 9 6  3 , 6 6 6 , 5 8 1  

R e t a i n e d  eernings/fund balances ( d e f i c i t )  - J u l y  1, 1987 3 7 , 3 4 6 , 4 9 8  3 6 1 , 9 0 9  ( 2 6 1 , 1 4 5 )  3 7 , 4 2 7 , 2 6 2  

RETAINED EARNINGS/FUND BALANCES (DEFICIT)  -JUNE 3 0 ,  1988 $ 4 0 , 5 9 1  722  5 5 0 6 , 2 7 0  $ ( 4 , 1 4 9 )  $ 4 1 , 0 9 3 , 8 4 3  
L __-_ 

S e e  notes  t o  f i n a n c i a l  statements 
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COaINED STATELYMT OF CHANGES ZS. FI!SNNCIAL POSITION - 
ALL PROPRIETaY RJSD TYPES -&\D SI.V,IIAX TRUST FUNDS 

CITS OF L3D1 

Year Ended June 30. 1988 

Proprietary Fund Types 

Internal 
Enterprise Service 

SOURCE OF WORKING CAPITAL 
Operations: 
Net income $3,265,224 $ 1;’;,361 
Depreciation not requiring working 
capital i 1.112.164 , 

TOTAL SObTCE OF G0O”XINC CAPITAL 4,357,388 144,361 

USE OF WORXING CAPITAL 
Acquisition of fixed assets 

NET IllCREASE IN XORKISS CAPITAL 

ELCYENTS OF NET INCREASE (DECREASE) IN 
WORKING CAPITAL 
Cash and investments 
Receivables 
Due from otkr fur ’ or govemental 
agencies 

Supplies inventory 
Other assets 
Accounts payable and other liabilities 
Accrued salaries and wages 
Due to other funds 
Accrued compensated absences 
hccrued self-insurance chims 

1,501,496 

$2,855,890 - 

$ 568.222 
236,537 

(4,998) 
75,452 
2,541 

1,992,845 
(21,783) 
7,861 
(737) 

Fiduciary 
Fund Type 

Expendable (Memorandm 
N0n- Totals 

T r u s t  Only) 

$ 276,996 $3,666,581 

1,112,164 
276,996 I , ,  778,745 

$ 144,361 $ 276,996 

$ 151,110 $(334,972) 
5,716 508,757 

(1,415) (50C) 

(2,922) 
(11,275) 106,633 

27 5 

1,501,498 

$3,277,247 - 

$ 384,360 
751,010 

(4,998) 
75,402 

626 
2,088,203 

(24.705) 
7,861 
(737: 
225 -- 

NET INCREASE IN V3,PtIXG CAPITAL $2,855,820 $144,361 5 276 ~ 996 $3,277,247 
--__I 

i 

See notes to financial statements 
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PjOTES TO FIh'A.I~CIAL STATEHENTS 

CITY OF LODI 

June 30 .  1988 

NOTE A--FINANCIAL REPORTING ENTITY 

For financial reporting purposes, in conformance with NCGA Stacement 3 ,  
the City includes all funds, account groups, agencies, boards, 
commissions, and authorities that are controlled by or dependent on the 
City's executive or legislative branches (the Mayor or the Council, 
respectively). Control by or dependence on the City was deternined on 
the basis of budget adoption, taxing euthority, outstanding debt secured 
by revenues 3r general obligations of the City, obligations of the City 
to finance any deficits that may occur, o r  receipt of significant 
subsidies from the City. Based on the foregoing criteria, sll fcnds and 
account groups of the City, except for the general fixed asset group of 
accounts for- which complete records are not maintained, are incllided in 
the City's financial statements. 

MOTE B--SIGNIFICANT ACCOUNTING POLICIES 

The accounting policies of the City summarized below conform to generally 
accepted accounting policies for governmental entities, except that 
complete records are not maintained for fixed assets. 

Basis of Presentation: The financial transactions of the City are 
recorded in individual funds and an account group. The various fucds and 
account group are reported by type in the financi-1 statements. Amounts 
in the "Totals (Memorandum Only)" columns in the financial statements 
represent a summation of the combined financial statement line items of 
the fund types and account group and are presented only for analytical 
purposes. The summation includes fund types and the account group that 
use different bases of accounting, both restricted and unrestricted 
amounts, interfund transactions that have not been eliminated, and the 
caption "amount to be provided," which is not an asset in the usual 
sense. Consequently, amounts shown in the "Totals (Memorandum Only)" 
columns are not comparable to a consolidation and do not represent the 
total resources available or total revenues and expenditures/expcnses of 
the City. 

The City uses the following fund categories, fund types, and account 
group : 

GeneLal Fund: To account for all financial resources except those 
required to be accounted for in another fund, 

9 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

C I T Y  G F  LODI 

June 30,  1988 

NOTE B--SIGNIFICANT ACCOUNTING POLICIES (Continued) 

Specia l  Revenue Funds: To account f o r  the  proceeds of s p e c i f i c  
revenue sources,  o the r  than expendable t r u s t s ,  o r  c a p i t a l  p r o j e c t s ,  
t h a t  a r e  l e g a l l y  r e s t r i c t e d  t o  expenditures f o r  s p e c i f i c  purposes. 

Debt Service Funds: To account f o r  the accumulation of resources 
f o r ,  and payment o f ,  general  long-term debt p r i n c i p a l  and i n t e r e s t .  

Enterpr ise  Funds: To account f o r  operations t h a t  a r e  financed and 
cpera ted i n  a manner s i m i l a r  t o  p r iva te  business e n t e r p r i s e s  - where 
the  i n t e n t  of the  governing body is t h a t  the  c o s t s  (expenses, 
including deprecia t ion)  of providing se rv ices  t o  the  general  publ ic  
on a contincling b a s i s  be finarLed o r  recovered p r imar i ly  through use r  
charges.  

I n t e r n a l  Service Funds: To account f o r  the f inancing of se rv icas  
provided by one dephrtment t o  o ther  departments of the  governmental 
u n i t  on a cost-reimbursement b a s i s .  

Trus t  and Agency Funds: To account f o r  a s s e t s  held  by a governmental 
u n i t  i n  a t r u s t e e  capaci ty  or  as an agent f o r  ind iv idua l s ,  p r i v a t e  
organizat ions ,  ocher govornmental u n i t s ,  and/or o t h e r  funds. These 
include expendable t r u s t  funds and nonexpendable t r u s t  funds. 

General Long-Term Debt Account Group: To account f o r  tinmatured 
genera l  long-term l i a b i l i t i e s  of the Ci ty .  

For f i n a n c i a l  r epor t ing  purposes, the spec ia l  assessment fur,d, which was 
shown separa te ly  i n  previous yea r s ,  has been combined with the  s p e c i a l  
revenue fund f o r  the  year ended June 30, 1988. The e f f e c t  was t o  
decrease the spec ia l  revenue fund balance a s  of  July  1, 1987 by 
$723 ,197 .  assessments a r e  l ev ied  and c o l l e c t e d  by the Cour’ty and 
a r e  recognized as income when received.  Special  assessments receivable  
a r e  recorded as deferred revenue s ince  the amounts a r e  not considered 
ava i l ab le  under genera l ly  accepted accounting p r i n c i p l e s .  

Special  

Basis of Accounting: Governmental. expendable t r u s t ,  and agency funds 
a r e  accounted f o r  on the modified accrual  b a s i s  of accounting.  
Governmental and expendable t r u s t  fund revenues a r e  recognized when 
received i n  cash except. those xubject to accrua l ,  which a r e  recorded a s  
receivables  when measurable and avai lable  t o  pay current  period 
l i a b i l i t i e s .  Expenditures a r e  recognized on the acc rua l  b a s i s ,  excepc 
f o r  p r inc ipa l  and i n t e r e s t  of  general and spec ia l  assessment l rng- term 
deb t ,  which i s  recognized when due. 

i 
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NOTES TO FINWCIAL STATMEKTS (Continued) 

C I T Y  OF LODI 

June 30,  1988 

NOTE B--SIGNIFICANT .4CCOUNTING POLICIES (Continued) 

P ropr ie ta ry  and nonexpendable t r u s t  funds a re  accounted f o r  on the  
acc rua l  b a s i s  of acccuiiting. Their  revenues a r e  recognized i n  the  period 
earned and expenses are  recognized i n  the period incurred.  

Budgetary Accounting: An 0peratir.g budget is adopted each f i s c a l  year  
f o r  the  genera l  and special  revenue funds on the same modified acc rua l  
b a s i s  used t o  r e f l e c t  ac tua l  revenues and expenditures.  Budgetary 
con t ro l  i s  exercised a t  the department l e v e l .  The C i t y  Manager i s  
author ized t o  t r ans fe r  budget amounts between departments wi thin  any 
fund; however, any supplemental appropriat ions t h a t  amend the  t o t a l  
expenditures of any fund require C i t y  Council approval. Reported budget 
amounts are a s  o r ig ina l ly  adopted or  as amended by Ci ty  Council 
r e so lu t ion .  Unencumbered appropriat ions lapse  a t  year-end.  

Pooled Cash and Investments: Cash balances of most Ci ty  funds a r e  pooled 
and invested.  In te res t  earned from investments purchased with pooled 
cash is a l l o c a t e d  t o  each of the funds based on the fund's  average cash 
balance.  Investments a re  s t a t e d  a t  c o s t .  

Inventor ies :  Inventory-tyFe items a r e  considered expenditures a t  the  
time of lssuance of supplies.  Inventor ies  of suppl ies  a r e  s t a t e d  a t  the  
lower o f  c o s t  (generally determined on a 
market . 

Fixed Assets:  Complete f ixed a s s e t  records f o r  
not  maintained. A s  a r e s u l t ,  records 
deprecia t i -c .  

~~ 

weighted average b a s i s )  o r  

the e n t e r p r i s e  funds a r e  
a r e  a l s o  incomplete €or 

Compensated Absences: f i e  C i t y  records l i a b i l i t i e s ,  discounted t o  
p resen t  va lue ,  f o r  fu ture  compensated absences ( s i c k  leave and vacat ion 
pay) earned and vested f o r  thc  General Fund and Enterpris-., Funds. 
Vacation time ves t s  without r e s t r i c t i o n  t o  s u b s t a n t i a l l y  a l l  employees. 
Sick leave v e s t s  only t o  employees who a r e  e l i g i b l e  f o r  re t i rement  from 
the  C i t y  and i s  based or. years of se rv ice .  Amounts c l a s s i f i e d  as cur ren t  
have been included i n  current  year opera t ions .  Amounts determined t o  be 
noncurrent  f o r  the General Fund have been recorded a s  l i a b i l i t i e s  of the  
General Long-Term Debt Account Group. 

Encuiibrances: Encw5rances a re  es tabl ished i n  the general  and s p e c i a l  
revenue r'unds to  reco5nLz-c future obl igat ions  of the Ci ty .  They cease t o  
be encumbrances when :-.aid o r  &-hen the ac tua l  l i a b i l i t y  is recorded. 
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XOTES TO FINANCIAL STATLhIENTS (Continued) 

C I T Y  OF LODI 

June 30, 1988 

NOTES B--SIGNIFICANT ACCOUNTING POLICIES (Continued) 

Fund Equity: Amounts repor ted  as designated f o r  subsequent y e a r ' s  
expenditures i n  unreserved fund equi ty  r e l a t e  t o  unused appropr ia t ions  
f o r  which there  a r e  no purchase orders  o r  c o n t r a c t s ,  bu t  are expected t o  
be expended during the next f i s c a l  yea r .  

,-> 
_ c  

Property Taxes: The City receives property t ax  revenues based on an 
a l l o c a t i o n  fac to r  ca lcula ted  by the  County of San Joaquin under the  
provis ions  of S ta te  of Cal i fornia  Proposi t ion 13. Property taxes  a r e  
received from the Coclnty throughout the year and a r e  r tcognized as income 
when received.  There was no receivable a t  year-end. Col lec t ions  i n  1988 
were $3,338,000. 

Sales and Use Taxes: The City receives  an a l l o c a t i o n  of s a l e s  and use 
taxes  from the S ta te  of Ca l i fo rn ia  monthly and recognizes the  revenues 
when received.  The C i ty  receives  1% of the  6% s a l e s  t a x  assessed wi thin  
Ci ty  l i m i t s .  

Grants and Other Goverrmental Revenues: On g ran t s  where expenditures of 
funds a r e  the prime f a c t o r  f o r  determining earnings of g ran t  funds,  the  
receivable  and revenue are recognized when the expenditures have been 
incurred.  Amounts rdue from other  governmental agencies and the r e l a t e d  
revenue thereon a re  recorded when earned. 

In ter fund Transactions: During the course of normal operations t h e  Ci ty  
has  numerous t ransact ions  between funds,  including expenditures and 
t r a n s f e r s  of resources to  provide s e r v i c e s ,  cons?-ruct a s s e t s ,  and se rv ica  
debt .  The accompanying f i n a n c i a l  statements genera l ly  r e f l e c t  such 
t r ansac t ions  a s  .opera t ing  t r a n s f e r s .  Operating subsidies  are a l s o  
recorded as operating t r a n s f e r s .  The c l a s s i f i c a t i o n  of amounts recorded 
as subs id ies ,  advances, 0': equi ty  con t r ibu t ions  is determined by C i c j  
Council . 
I n t e r n a l  service  funds a re  used t o  record charges f o r  se rv ices  t o  all 
Ci ty  depar tmnts  and funds a s  opera t ing revenue. The funds S O charged 
record these payments to  the i n t e r n a l  se rv ice  funds a s  opera t ing expenses. 

The General Fund provides adminis t ra t ive  se rv ices  t o  Enterpr ises  Funds. 
m o u n t s  ch?.rged t o  a fund f o r  these se rv ices  a r e  based on the C i t y ' s  
c e n t r a l  service  Cost a l loca t ion  plan and a r e  t r e a t e d  a s  a reduct ion of  
expenditures i n  the General Fund and a s  opera t ing expenses i n  the  
Enterpr ise  Funds. 

12 
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NOTES TO FINANCIAL STATEHENTS (Continued) 

CITY OF LODI 

June 30, 1988 

NOTE B--SIGNIFICANT ACCOUSTING POLICIES (Continued) 

Self-Insurance: The City provides workers' compensation benefits a d  
public liability and damage benefits under self-insured pkns. Estimated 
liabilities for benefit payments related to outstanding claims are 
recorded at year-end. 

NOTE C--CASH AND INVESTIYENTS 

At year-end, the carrying amount of the City of Lodi cash and 
certificates of deposits was $21,876,250. 3f this amount, $10,216,000 
was insured through the Federal Deposit Insurance Corporation or the 
Federal Savings h Loan Insurance Corporation, $4,080,000 was covered by 
collateral held in the pledging banks' trust departments and the 
remainder was uninsured and uncollateraiized. 

The City's investments are categorized to give an indication of the level 
of risk assumed by the entity at year-end. Category 1 includes 
investments that are insured o r  registered, or for which the securities 
are held by the City or its agent in the City's name. Category 2 
includes uninsured and unregistered investments for which the securities 
are held by the dealer broker or dealer's trust department or agent in 
the City's name. Category 3 includes uninsured and unregistered 
investments for which the securities are held by the broker or dea!er or 
by its trust department but not in the City's name. 

Carrying Market Category 
1 2 3 Amount Value 

Government National 
Hortgage Association 

U.S. Treasury Notes 

Herrill Lynch Institutional 

U.S.  Treasury B i l l s  
Fund, Inc. 

Local Agency 
Investment Fund (Not subject 
to categorization) 

$1,970,099 
2,993,740 

S 1,970,099 S 1,895,431 
2,993,740 2,975,400 

$2,774,016 2 ,-774,016 2,774,016 
526,131 

55,490,515 2 $2.774.016 8,264,531 8,170,978 
526,676 525,676 - 

5,ooo.ooo 5.ono.000 

Total investments 213.26L.531 113,170.978 -- 
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NOTES TO FINANCIAL STATLYEHTS (Continued) 

CITY OF LODI 

June 30, 1988 

NOTE D--GRANTS 

The total amount of grants made to the City was approximately $2,927,000, 
of which the City expended $2,142,000 throl'gh June 30, 1988. Unearned 
grant revenue at year-end amoucted to $142,000. The amount of grants 
available for future use at June 3 0 ,  1988 was $785,000.  

NOTE E--DEFINED BEXEFIT PE!!ST,ON PLAN 

Plan Descript-! 

The City contributes to the California Public Employees' Retirement 
System (FERS), an agent multiple-employer public employee retirerncnt 
system, that acts as a common investment and administrative agent for 
participating public entities within the state of California. 

The system covers su5stantialI.y all employees, except elected officials 
and those compensated on an hourly basis who were hired after May 31, 
1966 .  The City's.payrol.1 for employees covered by the system for the 
year ended June 30, 1988 was $9 ,366 ,000 .  The City's total payroll f o r  
the same period wz's $I.O,L!27.0OO. 

Safety employees are required to contribute 9 percent of their annual 
salary to the system, and all other employees are required to contribute 
7 percent. The City is required to contribute the remaining amounts 
necessary to fund the benefits for its membezs, using the actuarial basis 
recommended by the PERS actuaries and actuarf-a1 consultants and adopted 
by the PERS Board. of Administration. 

Funding Status and Progress 

The amount show? below as the "pexion benefit obligation'' is a 
standardized disclosure measure of the present value of pension benefits, 
adjusted for the effects of prcjec-ed salary increases and step-rate 
benefits, estimated to be payable in tne  future as a result of employee 
service to data. The maclsure ir intended to help users assess the 
funding status oi the System on a going-concern basis, assess progress 
made in accumulating sufficient zssets to pay benefits when due, and make 
comparisons among employers. The measure is the ac,uarial present value 
of credited projected benefits and is independent of the funding method 
used to determine contributions to the Systcm. 
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NOTES TO FIh'hhCIAL STATEMENTS (Continued) 

CITY OF LODI 
. ,  

June 3 0 ,  1988 

NOTE E--DEFINED BEKEFIT PENSlON PLAN (Continued) 

The pension benefit obligation was computed as part of an actuarial 
valuation performed as of June 3 0 ,  1 9 8 7 .  Significant actuarial 
assumptions used in the valuation include: (a) a rate of return on che 
investment of present and future assets of 8 .5  percent per year 
compounded annually, (b) projected salctry increases of 5 percent per year 
compounded annually, attributable to inflation, (c) additional projected 
salary increases of 2 percent per year, attributable to seniority/merit, 
and (d) no post retirement benefit increases. 

The total unfunded pension benefit obligation applicable to the employees 
'was $5 ,458 ,537  at June 3 0 ,  1987 as follows: 

Pension Benefit Obligation: 

Retirees and beneficiaries currently receiving 
benefits and terminated employees not yet 
receiving benefits $ 1 8 , 3 5 6 , 3 5 5  

Current employees: 
Accumulated employee contributions including 
allocated investment earnings 7 , 2 4 2 , 1 9 2  

Employer-financed vested 8 , 2 3 3 , 5 3 7  
Employer-financed noa vested 4 1 0 , 5 7 2  

Total pension benefit obligation 3 4 , 2 4 2 , 6 5 6  

, 

4 

ir 

Net assets available for benefits at cost 
(market value of $ 3 6 , 0 3 7 , 7 1 7 )  2 8 , 7 8 4 , 1 1 9  

UNFUNDED PENSION BENEFIT OBLlGATION $ 5 , 4 5 8 , 5 3 7  -_-_ 
Contributions Required and Contributions ?lade 

PERS uses the Entry Age Normal Actuarial Cost Method which is a projzcced 
benefit cost method. That is, it takes into account those benefits that 
are expected to be earned in the future as well as those already 
accrued. According to this cost method, the normal cost for an employee 
is the level mount which would fund the projected benefit if it were 
paid annually from date of employment until retirement. PERS uses a 
modification of the Entry Age Cost Method in which the employer's total 
normal cost is expressed as a level percentage of payroll. PERS also 

1.5 
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NOTES TO FINANCIAL STATEYEXTS (Continued) 

CITY OF LCDI 

June 30, 1988 

SCTE E--DEFINED BEXEFIT PEESIGN PLAN (Continued) 

uses the level percentage of payroll method to amortize any unfunded 
actuarial liabilities. The amortization period of the unfunded actuarial 
liabiliny ends on June 30, 2000. 

The significant actuarial assumptions used to compute the actuarially 
determined contribution requirement are the same a s  chose used to compute 
the pension benefit obligation, as previously described. 

The contribution to the system for 1988 of $2,2@0,712 was made in 
accordance with actuarially determined requirements computed through an 
actuarial valuation performed as of June 30, 1987. The contribution 
consisted of: (a) $1,642,601 normal cost (17.5 percent o f  current 
covered payroll) and (bj $558,111 amortization of the unfunded actuarial 
accrued liability (apprcjximately 6 . 0  percent of current covered payroll); 
the City contributed $1,458,985 of this total (approximately 15.6 percent 
of current covered payroll) and the employees contributed $741,727 
(approximately 7 . 9  percent of current covered payroll). 

Trend Information 

Trend information gives an indication of  the progress made in 
accumulating sufficient assets to pay benefits when due. Systemwide 
ten-year trend inforzstion may be found in the California Public 
Emplcyees’ Retirement System Annual Reports. 

For the year ended June 3 0 ,  1988, available assets were sufficient: to 
fund 8 4  percent of the pension benefit obligation. Unfunded pensior. 
benefit obligation represented 58 percent of the annual payroll for 
employees covered by the P E W  for 1988.  Showing unfunded pension benefit 
obligation as a percentage of annual covered payroll approximately 
adjusts for the effects of inflatim for analysis purposes. In addition, 
for the year ended June 30, 1986,  the City‘s coritributions to the system, 
all made in accordance with actuarially determine6 requirements, were 16 
percent of annual covered payroll. 

j 

NOTE F--DEFERRED COliPENSATION PLAN 

The City offers its employees a deferred compensation plan adopted under 
Internal Revenue Code Scction 457. The plart, availabin to all City 
employees, permits them to defer a portion of their salary until future 
years. Although the City has not received a ruling from the Internal 
Re-renue Service regarding the eligibility of the plan, the City is not 

1 6  



. 

NOTES TO FINANCIAL STATMZNTS (Conti.nued) 
i 

C I T Y  OF L G D I  

June 30, 1968 

NOTE F--DEFERRED COMPENSATION PLAN (Continued) 

aware of  any events  which may r e s u l t  i n  an  adverse t a x  ru1ir.g. The 
deferred compensation i s  not ava i l ab le  t o  employees u n t i l  termination,  
r e t i r ement ,  death ,  or unforeseeable emergency. 

A l l  amounts of compensation deferred under the  p lan,  a l l  prGperty and 
r i g h t s  purchased with those amounts, and a l l  income a t t r i b u t a b l e  t o  thosa 
amounts, proper ty ,  c r  r igh t s  are ( u n t i l  pa id  o r  made ava i l ab le  to the 
empldyee o r  o ther  beneficiary) so le ly  the property and r i g h t s  of the  
Ci ty ,  s u b j e c t  only t o  che clhirns of the  C i t y ' s  general c r e d i t o r s .  
P a r t i c i p a n t s '  r i g h t s  uncier the plan a re  equal t o  the  f a i r  market value of 
the  deferred account f o r  each pa r t i c ipan t .  

I t  is t h e  opinion of the Ci ty ' s  l e g a l  counsel t h a t  the  Ci ty  has  no 
l i a b i l i t y  f o r  losses  under the plan but  does have the duty of due ca re  
t h a t  would be required of an ordinary prudent inves tor .  TLe Ci ty  
be l i eves  t h a t  it is unlikely t h a t  it G i l l  be required t o  use the  a s s e t s  
t o  s a t i s f y  the  claims of general c r e d i t o r s  i n  the  fu tu re .  

The Ci ty ' s  deferred compensation plan has  a s s e t s  aiid l i a b i l i t i e s  t o t a l i n g  
$4,080,000 a s  of June 30, 1988 recorded i n  an  expendable t r u s t  fund. 

NOTE G -  -LOMG-TERh DEBT 

Bonds payable a t  June 30, 1988 were comprised of the following individ*>al 
i s sues  : 

General ob l iga t ion  bonds: 
$5,500,000 Ser ies  A s e r i a l  bonds, issued i n  1965, due 

i n  annual instal lments of $220,000 t o  $290,000 
through October I, 1995; interest :  a t  6% 

$740,000 Ser ies  B s e r i a l  bonds, issued i n  1069, due 
i n  annual instal lments of $40,000 to  $55,000 
through May 1, 1994; i n t e r e s t  a t  6% 

$960,000 Ser ies  C s e r i a l  bonds, issued Ln 1375, due 
November 1, 1988; i n t e r e s t  a t  6% 

i '  

L 

i 

$2,055,000 

275,000 

- 105; 000 

$2,435,000_ -~ 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

CITY OF LODI 

June 30, 1988 

NOTE G--LONG-TERM DEBT (Continued) 

Special assessment kcnds: 
$1,588,000 Turner Koad/Cluff Avenue serial 
bonds, issued in 1981, due in annual 
installments of $135,000 through July 2, 1994; 
interest at 10%; net of discount of $150,860 
resulting in an effectivc interest rate of 
12.64% $ 659,lLO 

$388,720 United Downtown Assessment District 
Beautification Project, Series 1984-1, Serial 
Bonds, issued in 1984, due in annual installments 
of $20,000 to $4S,OOO through July 2, 1999; 
interest from 6.50% tc 9.90%; less discount of 
$10,888 324,112 

$ 983,252 

The following is a summary of bond transactions of the City for the year 
ended June 30, 1988: 

General Special 
Oblipation Assessment Total 

Bonds payable at .:uly 1, 1987 $2,790,000 $1,300,000 $4,09@,000 
Bonds retired 355,000 155,000 510,000 

Bonds payable at June 30, 1988 $2,435,000 $1,145,000 --  $3,580,006 

Principal payments on debt service requirements are iis follows: 

1989 $ 525,000 
1990 430,000 
1991 450,000 
1992 465,000 
1993-1999 1,710,000 

$3,580,000 

Series A bonds maturing by their terms on and after October 1, 1988 and 
all Series B bonds are subject to call and redemption at the option of 
the City. No bonds were called during the year. 
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. 
NOTES TO FINASCIA;. STATMENTS (Continued) 

CITY OF LODI 

June 3 0 .  1988  

NOTE G--LONG-TERM DEBT (Continued) 

The City is required to, and has set aside in operating reserve accounts 
of the special revenue fund, 7 %  and 5% OE the principal of the Turner 
Road/Cluff Avenue and the United Downtown Assessment District 
Beautification Project special assessment b o d s ,  respectively, in case of 
any delinquent assessment levied for retirement of the bonds. 

FOTE H--SEGMENT INFORXATION FOR ENTERPRISE FUNDS 

The City maintains three enterprise funds which provide electric, sewer, 
and water services. Segment inform2tion for th? year ended June 30, 1988 
was as fcllows: 

Operating Revenues 
Depreciation Expepse 
Operating Income 
Net Operhting 
Transfers Out 

Tax Revenues 
Net Income 
Property, Plant, and 

Net Working Capital 
Total Assets 
Total Equi t-y 

Equipment Additions 

Electric 
U:ility 
Fund 

$ 2 3 , 7 6 8 , 3 8 1  
5 4 1 , 1 4 0  

4 , 6 3 6 , 7 9 1  

3 , 6 3 1 , 2 8 5  

2 , 1 4 5 , 9 1 5  

1 , 0 6 7 , 9 8 8  
1 6 , 4 4 5 , 1 5 6  
2 6 , 3 6 6 , 1 5 5  
2 5 , 9 7 6 , 4 2 2  

Sewer 
Utility 
Fund 

$ 2 , 6 2 0 , 0 3 8  
3 7 2 , 6 6 6  
1 4 6 , 3 9 9  

1 5 , 1 9 5  
2 7 5 , 2 3 4  

1 ,  0 3 4 , 0 4 7  

1 1 3 , 5 2 4  
3 , 5 3 2 , 8 2 0  

1.0,470,662 
1 0 , 3 1 4 , 9 4 6  

Water 
Utll i ty 
Fund 

$ 1 , 5 1 4 , 4 4 4  
1 9 8 , 3 5 8  
318 ,216  

4 0 7 , 5 9 5  

6 5 , 2 6 2  

3 1 9 , 9 8 6  
1 , 1 0 3 , 4 1 9  
4 , 3 4 1 , 0 6 4  
4 , 3 0 0 , 3 5 4  

Total 
Enterprise 

Fund 
$ 2 7 , 9 0 7 , 8 6 3  

1 , 1 1 2 , 1 6 4  
5 , 1 0 1 , 4 0 6  

4 , 0 5 4 , 0 7 5  
2 7 5 , 2 . X  

3 , 2 4 5 , 2 2 4  

1 , 5 0 1 , 4 9 5  
2 1 , 0 6 1 , 3 9 5  
4 1 , 7 7 9 , 6 8 1  
4 0 , 5 9 1 , 7 2 2  

Electricity service sales to a single customer were approximately 13% of 
total operating revenues of the electric utility fund in 1 9 8 6 .  No other 
single customer accounted for more than 10% of total operating revenues 
in the electric utility fund or ifl any of tha other enterprise funds. 

NOTE I--MEMEERSHIF IN T'dE NORTHERN ChLIFORNlA POWER AGENCY 

I 

The City, along with various ocher public agencies, is a member of the 
Northern California Power Agency (NCPA) which was originated for the 
purpose of exercising their common power to purchase, generate, sell, or 
interchange electric energy and capacity through the acquisition and use 
of electrical generation and transmission facilities. 
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NOTES TO FINAiiCIAL STATLYENTS (Continued) 

CITY OF LODI 

June 30 ,  1,988 

NOTE I- -MEMBERSKI? Jp.T THE NORTHERN CALIFORNIA POLIER AGENCY (Continued) 
c 

The City, under its contractual obligations, joinzly funds the operations 
and construction and development programs of NCPA. The City has 
conr;itted, if necessary, to advance certain annual amounts to NCPA in the 
future for the continuance of construction and development programs. No 
funding of future advances is conternplated for 1989. 

NOTE J - -3EMEERSHIP IN THE CALIFORNIA JOINT POWERS INSUWiKCE AUTHORITY 

The City is a member of the California Joint Powers Insurance Authority 
(California JPIA). Various public agencies formed the California J P f k  
for the purpose of sharing the risk of catastrophic general liability, 
automobile liability, and public officials errors and omissions losses 
because adequate insurance is not available in the commercial insurance 
market . 

The ultimate cost of the program to the City w i l l  depend on the 
catastrophic losses of all the members, as well as the City's OWTI loss 
cxperience, and will be determined retrospectively five years after the 
end of the current program year. The City periodically pays deposits to 
the California JPLA. 

These deposits are recorded as expenditures in the year paid as they are 
a reasonable estimate of the actual cost of the program. During the year 
ended June 30, 1988, a deposit of $218,500 was paid to the California 
JPIA. 

NOTE K--COMMITMENTS AND CONTINGENCIES 

The City is involved in various litigation which arose during the normal 
course of operations. The ultimate amount of possible loss cannot be 
reasonably estimated, but management believes that any loss incurred as a 
result of current litigation w i l l  not have a material effect on the 
City's financial statements. 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

CITY OF LODI 

June 30, 1988 

NOTE L--SUBSEQUENT EVENT 

Subsequent to June 30, 19oJ8, the City issued certificates of 
participation for the 1988 wastewater twmitment plant expanslon project 
in the amount of $9,415,000. These certificates were issued August 25, 
1988 and were dated August 1, 1988. Installment payments are to be made 
from the net revenues of the sewer system of the City. Annual maturities 
of $100,000 to $755,000 range from August 1, 1989 to August 1, 2018. 
Interesr rates range from 5.25% to 7.80%. 
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OTHER FINANCIAL INFORMATTON 



COHBININC BALANCE SHEET - GENERAL FUND 
CITY OF LODI 

Junc 30, 1988 

ASSETS 
Cash and certificates of deposits 
Investments 
Receivables (net of allowances 

for uncoll ectlbles) : 
Refuse 
Hlecellaneouo bllls collectlblr 
lnroront 

Due from otticr funcla or goverlmontal 
agonc i o I 

Suppllei lrivcntory 
Other a s s ~ t s  

copital Work for Stores 
General. Inventory Equipmont Outlay Others Totals ---- - 
$1,370,092 $ 17,976 $132,891 $1,868,257 $(22,699) $3,366,517 

833 747 10.899 80,578 1,132,806 (13,763) 2,041,267 

198,573 
87,910 
71,980 

198,573 
28.652 1 1  6,362 

71,080 

TOTAL ASSETS g , 5 6 6 , 8 6 1  $102-1845 $2-13,462 m4Qg $ (5,924) - $6,305,914 
LlARILlTIES AND FUND BAlANCE 

LIABILlTIES 
Accounts payable and other liabilities $ 1402,279 $ 2,391 $ 2,166 $ 3,350 $ 28,433 $ 438.569 
Accrued salaries 2nd vages 489,602 3,241 492,843 
Due to other fends 

540,665 
rQ rOTAL LIABILITIES 1,022,346 2.391 2,166 3.300 31,6,7h 1,471.877 
h) Accrued compensaced absences 540,465 -- - -_ _- 

FUND BAlANCES 
Reserved for encumbrances 110,757 26 547 170,307 307,611 
Reserved for suppliesjinventory 203,301 ' 203,301 
Unreserved: 

Designated for subsequent 
years' expendicures 1,023.758 (102 647) 184,156 3,255,056 (37.598) 4 , 3 2 3 z  

TOTAL FUh'D B A W C E S  1,134,515 100.654 211,303 3,425,363 (37,598) 4,834,021 

TOTAL LIABILITIES AND 
F U N D  B A W C E S  -,861. s102,835 $213,46: $3,428,662 9 (5,924: 56,305,914 

, , , _._ ~ .. . .,. . ~. . .. . ~ .... . _  . ,.. , _._,__ ~ _ _  ~ ~ ~ . ,. . _. .... ~. .  - -.. .. . . . .  . 



COMBINING BAIAlJCE SHEET - ALL ENTERPRISE FUNDS 
CITY OF IBDI 

June 3 0 ,  1988 

Sewer Wirer Totals Electric 

ASSETS 
Cash and certificatcs of deposft $ ' 3 ,105 ,256  $ 2 , 1 9 1 , 6 4 3  $ 5 2 1 , 2 7 4  $ 1 1 , 8 1 0 , 1 7 3  
Investments 5 , 5 2 0 , 9 2 6  1 , 3 2 8 , 8 8 9  3 1 6 , 0 7 2  7 , 1 6 5 , 8 7 7  
Receivables (net of  allowances for 

uncollectibles): 

Mi s c c  1 lnriaous b i 11 9 collcc t iblo 
Intcres t 

u ti1 i ty 9 6 , 2 6 4  9 3 , 6 0 9  1 , 6 9 0 , 4 0 5  
1 0 , 6 1 3  1 ,3R1  7,6214 1 9 , 6 1 8  

2 3 7 , 3 2 1  

1 , 5 0 0 , 5 3 2  

1 8 6 , 1 2 6  39 ,927  1 1 , 2 6 8  
Due from other' fund o r  governmentxl 

agencins 
Supplies inventory 
Other asscts 
Fixed assets 
Accumulated depreciation 

h) 
w 

1 2 , 2 8 2  1 9 4 , 2 8 2  1 , 3 1 9 , 1 8 6  
824 1 8 , 1 5 0  1 8 , 9 7 4  

15,531,833. 1 0 , 6 3 4 , 6 5 6  5 , 6 5 1 , 6 3 1  3 1 , 8 1 8 , 3 1 8  
& 0 0 0 , 5 6 5 )  ( 3 , 8 5 2 , 5 3 0 )  A&454 ,896 )  ( 1 2 , 3 0 7 , 9 9 1 )  

1 , 1 1 2 , 6 2 2  

TOTAL ASSETS $ 2 6 , 9 6 0 , 1 5 5  _-- $ 1 0 , 4 7 0 , 6 6 2  $ 4,341,OGA $ A L 7 7 9 , 8 8 1  - 
LIABILITIES AND RETAINED EARNINGS 

LIABILITIES 
Accounts payable and other liabilities $ 7 4 2 , 5 6 6  $ 2 1 , 4 5 2  $ 2 2 , 9 8 5  $ 7 8 7 , 0 2 3  
Accrued salaries and wages 62 ,237  23 ,475  1 6 , 2 3 2  1 0 1 , 9 4 4  

Due to other funds 2 9 9 , 1 9 2  
Accrued compensated absences 1 8 6 , 9 1 0  - 1 1 0 , 7 8 9  1 , 4 9 3  

TOTAL LIABILITIES 9 9 1 , 7 3 3  155 ,716  4 0 , 7 1 0  1 , 1 8 8 , 1 5 9  

RETAINED EARNINGS 2 5 , 9 7 6 , 4 2 2  1 0 , 3 1 4 , 9 4 6  4 , 3 0 0 , 3 5 4  4 0 , 5 9 1 , 7 2 2  

TOTAL LIABILITIES M D  
RETAINED EARNINGS $ 2 6 , 9 6 8 , 1 5 5  $ 1 0 , 4 7 0 , 6 6 2  -- $ 4 , 3 4 1 , 0 6 4  $41 ,779 ,681  
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COMBINING STATEMENT OF REVENUES, EY-PENSES, AND 
CHANGES I N  RETAINED EARVINGS - ALL ENTERPRISE FUNDS 

CITY OF MDI 

June  30, 1988 

OPERATING REVENUES 
Charges f o r  s e r v l c o s  

E lec t r ic  Sewer Water T o t a l s  -.-- --- -- 
$ 2 3 , 7 6 8 , 3 8 1  $ 2 , 6 2 0 , 0 3 8  $ 1 , 5 1 9 , 4 G 4  $ 2 7 , 9 0 7 , 8 6 2  

OPERATING EXPENSES 
5 6 0 , 1 9 3  3 7 0 , 9 4 8  2 , 3 3 6 , 2 4 1  Pe r sona l  s e r v i c o s  1 , L 0 5 , 1 0 0  

S u p p l i e s ,  m a t e r i a l s ,  nnd s e r v i c e s  1 , 6  34 ,034 1 , 5 G O 1 7  80 6 3 0 , 1 7 2  3 , 8 0 4 , 9 8 6  
E l e c t r i c ,  s ewe r ,  and water 1 5 , 3 0 7 , 7 3 9  1 5 , 3 0 7 , 7 3 9  
D e p r e c i a t i o n  5 4 1 , 1 4 0  3 7 2 , 6 6 6  1 9 8 , 3 5 8  1 , 1 1 2 , 1 6 4  
Refunds 7 4 3 , 5 7 7  - - 1 , 7 5 2  - 2 4 5 , 3 2 7  

TOTAL OPERATING EXPENSES 1 9 , 1 3 1 , 5 9 0  2 , 4 7 3 , 6 3 9  - 1 , 2 0 1 , 2 2 8  2 2 , 8 0 6 , 4 5 7  
NET OPERATING INCOME 4 , 6 3 6 , 7 9 1  1 4 6 , 3 9 9  3 1 8 , 2 1 6  5 , 1 0 1 , 4 0 6  

I4 
E- NONOPERATING REVENUES 

Sewer bond t a x e s  2 7 5 , 2 3 4  2 7 5 , 2 3 4  
I n t e r e s t  revenue  1 , 1 6 0 , 2 0 2  2 1 4 , 5 6 2  7 3 , 0 9 5  1 , 4 4 7 , 8 5 9  
Rent 2 2 , 9 3 0  7 7 , 9 2 2  2 0 , 9 1 4  1 2 1 , 7 6 6  
Othe r  ( 4 2 , 7 2 3 )  3 3 5 , 1 2 5  6 0 , 6 3 2  - 3 5 3 , 0 3 4  

TOTAL NONOPERATING REVENUES 1 , 1 4 0 , 4 0 9  9 0 2 , 8 4 3  1 5 4 ,  ti41 2 , 1 9 7 , 8 9 3  
INCOHE BEFORE OPERATING TRANSFERS 5 , 7 7 7 , 2 0 0  1 , 0 4 9 , 2 4 2  4 7 2 , 8 5 7  7 , 2 9 9 , 2 9 9  

Net o p e r a t i n g  t r a n s f e r s  o u t  3 , 6 3 1 , 2 8 5  1 5 , 1 9 5  4 0 7 , 5 9 5  4 , 0 5 4 , 0 7 5  
NET INCOME 2 , 1 4 5 , 9 1 5  1 , 0 3 4 , 0 4 7  6 5 , 2 6 2  3 , 2 4 5 , 2 2 4  

Reta ined  e a r n i n g s  - J u l y  1 ,  1987 2 3 , 8 3 0 , 5 0 7  9 , 2 8 0 , 8 9 9  4 , 2 3 5 , 0 9 2  3 7 , 3 4 6 , 4 9 8  

RETAINED EARNINGS - JUNE 3 0 ,  1988 $ 2 5 , 9 7 6 , 4 2 2  $ 1 0 , 3 1 4 , 9 4 6  $ 4 , 3 0 0 , 3 5 4  $ 4 0 , 5 9 1 , 7 2 2  -- 
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City Council 
The City of Lodi 
Lodi, California 

555 Capitol Mali. Suite 650 
Sacrnnienro. California 95813 

9 16l347-3237 

REFORT ON SUPPLEMENTARY A U D I T  
SCHEDULE OF F I M A E C I A L  ASSISTAKCE 

We h,i-.e audited the general purpose financial statements of the City of 
Lodi, California, for the year ended June 3 0 ,  1988, and have issued our 
report thereon dated November 18, 1988. Our audit of such general 
purpose financial statements was made in accordance with generally 
accepted auditing standards and the standards for financial and 
compliance audits contained in the Standards for Audit of Governmental 
Organizations, Programs, Activities, and Fcnctions, issued by the ' J . S .  
General Accounting Office, and accordingly, included such tests of the 
accounting records and such other auditing procedures as we consiclered 
necessary in the circwstances. 

Our audit was made for the purpose of forming an opinion on the general 
purpose financial statements taken as a whole. The accompznying Schedule 
of Financial Assistance is presented for purposes of additional analysis 
and is not a required part of the general purpose financial statements. 
The information in that schedule has been subjected to the auditing 
procedures applied in the audit o f  the geceral purpose financial 
statements and, in olir opinion, is fairly stated in all material respects 
in relation to the general purpose financial Statements taken as a whole. 

I 

I i 

November 18, 1988 
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. 
SCHEDULE GF FTNAHCIAL ASSTSTANCE 

C I T Y  OF LODI 
Year Ended June 30, 1988 

Cash/ Cash/ 

Accrued or  Disbuise- Accrued or  
Federal Grantor i  Federal Pass-Throujh Program o r  (Deferred) Receipts ur merits/ (Deferred) 

Revenue a t  Pass-Through Grantor/ CFDA Grantor’s Avard Revenue a t  Revenue Expen- 

June 30, 1934 p :ograrnTit la N&r N&r Amount Ju ly  1. 1987 Recognized di  tures - 
Beg inning Ending 
Balance a t  9alenre a t  
Ju ly  1, 1987 June 30, 198i 

Major Federat Assistmce 
- P r o s  

Depxtrrent of the 
Treasury Revenue 
Sharing 21.300 

Nonmajor Federal 
AssiStanCl Program 

Department of 
T ranspor t a t  i o n  
passed thrcugh State 
Department of 
T r a x p o r t a t  i on: 
Federal Aid i lrbn 20.205 

Department of  Housing 
and Urban Develop- 
ment passed through 
San Joaquin County 
Corrinuni t y  Deve 1 op- 
ment Block Grant 14.219 

State o f f i c e  of Criminal 
Just ice Ptanning 

rl/A 

N/A 

$1,045,691 

1,O3lI5GO 

B-86-UC-05-0009 822,000 
B-67-UC-06-0d09 683.960 

TOTAL FEDERAL ASSISTANCE 

Career Criminal 
Apprehension Program CA85027235.M) N/A 

$ 0 

6,030 

341,120 
0 

$347,150 

$269,165 $9,807 

C m i t y  Crime 
Resistance Program CA86017~35.CO N/A 120, uoo 

TOTAL OFFICE OF CRlH1XAL JUSTICE PLANNING ASSLSTANCE 

2 

$1,045,691 

622,960 

924,988 
32,390 

S&626,029 

$242,295 

1 O L  ,717 

$347,012 

$1,045,691 

632,240 

1,156,950 
7,840 

82,842,721 ___- 

$236,743 

108.703 

$345 ~ 445 

s 0 

(3,250) 

109,158 
24,550 

8130,458 

915,359 

(3,9861 

$11,373 -- 
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COMPLIANCE REPORT BASED ON AN AUDIT 
OF GENERAL PURPOSE OR BASIC FINANCIAL 

STATMENTS PERFORMED IN ACCORDAXE WITH THE 
STANDARDS FOR AUDITS ISSUED BY THE GAO 

City Council 
The City of  Lodi 
Lodi, California 

We have audited the general purpose financial statements of 
Lodi. California, for the year ended June 30 ,  1988, and have 

the City of 
issued our 

report thereon dated November 18, 1988. Our audit was made in accordance 
with generally accepted auditing standards and the standards for 
financial and compiiance audits contained in the Standards for Audit of 
Governmental Organizations, Programs, Activities, and Functions. issued 
by the U.S. General Accounting Office, and accordingly included such 
tests of the accomting records and such other auditing procedures as we 
considered necessary in the zircumstznces. 

The management of the City of Lodi is responsibile for.. the City’s 
compliance with laws and regulations.. In connection with our audit 
referred to above, we selected and tested transactions and records to 
determine the City’s compliance with laws and regulations, noncompliance 
with which could have a material effect on the general purpose financial 
statements of the City. 

The recults o f  our tescs indicate that for the items tested, the City of 
Lodi, California, complied with those provisions of laws and regulations, 
noncompliance with which could have a material effect on the general 
purpose financial statements. Nothing came to our attention that caused 
us to believe that for the items not tested the City of Lcdi, California, 
was not in compliance with laws or regulations noncompliance with which 
could t,ave a material effect on the City’s general purpose financial 
Statements. 

Novanber 18. 1988 
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REPORT ON COMPLIANCE WITH LAWS AND 
REGULATIONS RELATED TO FXJOR AND N O W J O R  
FEDERAL FINANCIAL ASSISTANCE. PROGRWS 

55.5 Capitol Mall. Suite 650 
Sacramento. California 9551-1 
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City Council 
The City of Lodi 
Lodi, California 

We have audited the general purpose financial statements of the City of 
Lodi, California, f o r  tho year ended June 30, 1985, and have issued our 
report thereon dated November 18, 1988. Our audit was made in accordance 
with generally accepted auditing standards; the standards for financial 
and compliance audits contained in the wndards for Audit of 
Governmental Organizations, Programs, Activities, and Functions, issued 
by the U.S. General Accounting Office; the Single Audit Act of 1984; and 
the provisions of OMB Circular A-128, Audits of State and Local 
Governments and, accordingly, included such tests of the accounting 
records and such other auditing procedures as  we considered necessary in 1 

the circumstances. 

The nanagement of the City of Lodi, California, is responsible for che 
City's co7,ipliance with laws and regulations. In connection with the 
audit referred to above, we selected and tested transactions and records 
from each major federal financial assistance program and certain ncnmajor 
federal financial assistance programs. The purpose of our testing of 
transactions and records from those federal financial assistance progrsms 
was to obtain reasonable assurance that the City of Lodi, Californi.a, 
had, in all material respects, administered major programs, and executed 
the tested nonmajor program transactions, in compliance with laws and 
regulations, including those pertaining to financial reports and claims 
for advances and reimbursements, noncompliance with which we believe 
could have a material effect on the allowability of program expenditures. 

Our testing of transactions and records selected from major federal 
financial assistance programs disclosed instances of noncompliance Kith 
those laws 2nd regulations. P.11 instances of noncompliance that we found 
and the programs to which they relate are identified in the accompanying 
schedule of fj.ndings and questioned costs. 

In our opinion, subject to the effect of the ultimate resolution o f  those 
instances of noncompliance referred to in the preceding paragraph, for 



City Council 
The City of Lodi 
Page Two 

the year ended June 30, 1988, the City of Lodi, California, adninistered 
each of its major federal financial assistance programs in compliance, in 
all material respects, with laws and regulations, including those 
pertaining to financial reports and claims for advances and 
reimbursements, noncompliance with which we believe cosrld have a matarial 
effect on the allowability of program expenditures. 

In connection with the audit referred to above, a representative number 
of transactions including the State Office of Criminal Justice Planning 
program were selected to det-mine if State Office of Criminal Justice 
Planning (SOCJP) funds are being expended in accordance with the terms of 
applicable agreements and those provisions of state law or regclations 
that could have a material effect on the financial statements or on the 
SOCJP program testea. Our testing of transactions and records selected 
fro= the SOCJP programs discLosed instances of noncompliance with those 
laws and regulations. All instances of noncompliance that w e  found and 
the programs to which they relate are identified in the accompanying 
schedule of findings and questioned costs. With respect to the items not 
tested, nothing came to our attention to indicate that the City of Lodi, 
California, had noc complied with applicable regulations per the SOCJP 
handbook. All SOCJP items noted in the prior year report have been 
satisfactorily resolved. 

The results of our testing of transactions and records selected from 
norunajor federal .financial assistance programs indicate that for the 
transactions and records tested the City of Lodi, California, complied 
with the laws and regulations referred to in the second paragraph of our 
report, except as noted in the accompanying schedule of findings and 
questioned costs. Our testing was xore limited than would be necessary 
to express an opinion on whether the City of Lodi, California, 
administered those programs incompliance in all material respects with 
those laws and regulations noncompliance with which we believe could have 
a material effect on the allowability of program expenditures; however, 
with respect to the transactions and records that were not tested by cs, 
nothing came to our attention to indicate that the City of Lodi, 
CaliforRia, had not cornplied 1-ith laws and regulations other than those 
laws and regulations for which we noted violations in our testing 
referred to above. 

November 18, 1988 
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS . 

CITY OF LODI 

Year Ended June 3 0 ,  1988 

Federal Revenue Sharing 

Fj.nding: The Federal Revenue Sharing Regulations require recipients 
to publish notice of the availability for public inspection of the 
audit report. The City did not publish this notice. 

Effect: The public’s participation in the Revenue Sharing program 
may have been impaired due to the non-publication. 

Recommendation: The City should publish this notice within thirty 
days after receipt of future audit reports. 

Response: The publishing of the notice was inadvertently overlooked. 

Office of Criminal Justice Planning 

Finding: The Office of Criminal Justice Planning requires 
participants to file Form 201 within ten days of the end of the 
reporting monti:. Tt.e City has not been submitting the monthly report 
within the stipulated time period. 

Effect: 
impaired due to noncompliance with the report deadline. 

Recommendatio~: The City should prepare and submit the report within 
ten days of :he end of the reporting month. 

The City’s right to participate in the program may have been 

Response: The City’s reporting system does not enable them to 
prepare Form 201 within ten days of the end of the reporting month. 

i 
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M 

REPORT ON INTERNAL ACCObWTING CONTROLS 
BASED SOLELY ON A STUDY AND EVALUATION 

MADE AS A PART OF AN AUDIT OF THE 
GENERAL PURPOSE OR BASIC FINANCIAL STATFAENTS 

City Council 
The City of Lodi 
Lodi. California 

We have audited the general purpose financial statements of the City of 
Lodi, California, for the year ended June 3 0 ,  1988, and have issued our 
report thereon dated November 18, 1988. As part of our audit, we made a 
study and evaluation of the system of internal accouEting control of the 
City of Lodi, California, to the extent we considered necessary to 
evaluate the system as required by generally accepted auditing standards 
and the standards for financial and compliance audits contained in the 
U.S. General Accounting Office Standards for Audit of Governmental 
sanizations, Programs, Activities, and Functions. For the purpose of 
this report, we have classified the significant internal accountLng 
controls in the foilowin& categories : 

- Financing 
- Revenue/receipts 
- Purchases/disbursements 
- External financial reporting 
- Financial statement captions 

. Cash and cash equivalents 

. Receivables 

. Inventory 

. Property and equipment 

. Payables and accrued liabllities 

. Debt 

. Fund balance 

Our study included all of the control categories listed above. The 
purpose of  our study and evaluation was to determine the nature, timing, 
and extent of the auditing procedures necessary €or expressing an opinion 
on the entity's financial statements. Our study and evaluation was more 
iimited than would be necessary to express an opinion en the system of 
internal accounting control taken as a whole or on any of the categories 
of controls identified above. 

7 
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The management of the City of Lodi, California, is responsible for 
establishing and maintaining a system of internal accounting control. In 
fulfilling this responsibility, estimates and judgments by management are 
required to assess the expected benefits and related costs of control 
procadures. The objectives of a system are to provide management with 
reasonable, buc not absolutd, assurance that assets are safeguarded 
against loss from unauthorized use or disposition, and that transactions 
are executed in accordance with management's authorization and recorded 
properly to permit the preparation of financial statements in accordance 
with generally accepted accounting principles. Because of inherent 
limitations in any system of internal accounting contrci, errors or 
irregularities may nevertheless occur and not be detected. A l s o ,  
projection of any evaluation of the system to future periods is subject 
to the risk that procedures may become inadequate because o f  changes in 
conditions or that the degree of compliance with the procedures may 
deteriorate. 

Our study and evaluation made for the limited purpose described in the 
first paragraph would not necessarily disclose all material weaknesses in 
the system. Accordingly, we do not express an opinion on the system of 
internal accounting control of the City of Lodi, California, taken as a 
whole or on any of the categories of controls identified in the first 
paragraph. However, our study and evaluation disclosed no condition that 
we believe to be a material weakness. 

This report is intended solely for the use of management and the 
cognizant agency and should not be used for any other purpose. This 
restriction is not intended to limit the distribution of this report 
which, upon acceptance by the cognizant agent, is a matter of public 
record. 

November 18, 1988 
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REPORT ON INTERNAL CONTROLS (ACCOUNTING AND 
ADHINISTRATIVE) BASED ON A STUDY AND EVALUATION 

. W E  AS A PART OF AN AUDIT OF TIIE G E N E U L  
PURPOSE OR BASIC FINANCIAL STATEMENTS AND THE 

AD31TIONAL TESTS REQUIRED EY THE SINGLE AUDIT ACT 

City Council 
The City of Lodi 
Lodi, California 

We have audited the general purpose financial statements of the City of 
Lodi, California. for the year ended .June 30, 1988, and have issued our 
report thereon dated November 18, 1988. As part of our audit, we made a 
study and evaluation of the internal control systems, including 
applicable internal administrative controls, used in administering 
federal financial assistance programs to the extent we considered 
necessary to evaluate the system as required by generally accepted 
auditing standards, the standards Governmental Organizations, Programs,- 
Activities, and Functions issued by the U.S. General Accounticg Office, 
the Single Audit Act of 1?8$, and the provisions of OXB Circular A - 1 2 8 ,  
Audits of State and Local Governments. For the purpose of this report, 
we have classified the significant internal accounting and administrative 
controls used in adminiscerilg federal financial assistance programs in 
the following categorles: 

- Financing 
- Revenue/receipts 
- Purchases/aisbursements 
- External financial reporting 
- Grant administration and compliance 

General Requirements 
. Political activity 
. Davis-Bacsn Act 
. Civil rights 
. Cash management 
. Relocation assistance and real property acquisition 
. Federal financial reports 

Specific Requirements 
. Types of  services 
. Eligibility 
. Repcriing 
. Cost allocatioz 
. Monitoring subrecipients 

9 



City  Council 
The Ci ty  of Lodi 
Page Two 

The management of the C i t y  of Lodi, Ca l i fo rn ia ,  is responsible  f o r  
e s t a b l i s h i n g  and maintaining i n t e r n a l  con t ro l  systems used i n  
administering federa l  f inanc ia l  a s s i s t ance  programs. I n  f u l f i l l i n g  t h a t  
r e s p o n s i b i l i t y ,  estiniates and judgments by management a r e  required t o  
a s s e s s  the  expected benef i t s  and re la ted  cos t s  of con t ro l  procedures.  
The ob jec t ives  of in te rna l  control  systeil.s used i n  administering f e d e r a l  
f i n a n c i a l  ass is tance  programs a r e  t o  provide management with reasonable ,  
bu t  no t  absolute ,  assurance t h a t ,  with respect  t o  f edera l  f i n a n c i a l  
a s s i s t ance  programs, resource use is  cons i s t en t  with l a w s ,  r e g u l a t i o n s ,  
and p o l i c i e s ;  resources a r e  safeguarded aga ins t  waste, l o s s ,  and misuse; 
and r e l i a b l e  data a re  obtained,  maintained, and f a i r l y  d i sc losed  i n  
r e p o r t s .  

Because of in'nereni l imi ta t ions  i n  any system of i n t e r n a l  accounting and 
adminis t ra t ive  controls used i n  administering federa l  f i n a n c i a l  
a s s i s t ance  programs, e r r o r s  or  i r r e g u l a r i t i e s  may never theless  o c c x  and 
not  be detected.  A l s o ,  p roject ion of any evaluat ion of the  systems t o  
f u t u r e  periods is subject  t o  the r i s k  t h a t  procedures may become 
inadequate because of changes i n  condit ions o r  t h a t  the  degree of 
compliaDce with the procedures may d e t e r i o r a t e .  

Our study included a l l  of the appl icable  con t ro l  ca tegor ies  l i s t e d  
abcne. During the year ended June 3 0 ,  1988, the City of  Lodi, 
Ca l i fo rn ia ,  expended 70% of i t s  t o t a l  f ede ra l  f i n a n c i a l  a s s i s t ance  under 
major f edera l  f lnancia l  ass is tance  programs. W i t n  respect  t o  i n t e r n a l  
con t ro l  systems used i n  administering major f edera l  f i n a n c i a l  a s s i s t a n c e  
programs, our study and evaluation included considering t h e  types of 
e r r o r s  and i r r e g u l a r i t i e s  t h a t  could occ'ir, determining the  i n t e r n a l  
con t ro l  procedures tha t  should prevent o r  de tec t  such e r r o r s  and 
i r r e g u l a r i t i e s ,  determining whether the necessary procedures a r e  
prescr ibed and are being followed satisfactorily , and evaluat ing any 
weaknesses. 

With respect  t o  the inLernal control  system used s o l e l y  i n  administering 
the  nomajor  federa l  f inancia l  ass is tance  programs of the Ci ty  of Lodi, 
C a l i f o r n i a ,  our study and evaluation was l imi ted  t o  a preliminary review 
of the  systems t o  obtain a n  understanding of the con t ro l  environment and 
the  flow of transactions through the accounting system. Our study and 
evaluat ion of the in te rna l  control  systems used s o l e l y  iil administering 
the nonmajor federal  f inanc ia l  a s s i s t ance  programs of the C i t y  of Lodi, 
Ca l i fo rn ia ,  d id  not extend beyond t h i s  preliminary review phase. 

Our studjj and evaluation was more l imi ted  than would be necessary t o  
exp;ess an opinion on the i n t e r n a l  control  systems used i n  administering 
the federa l  f i n a x i a l  ass is tance  programs of the City of Lodi, 
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California. Accordingly, we do not express an opinion on the internal 
control systems used in administering the major federal financial 
assiscance programs of the City of Lodi, California. 

Also, our audit, made in accordance with the standards mentioned above, 
would not mxessarily disclose material weaknesses in the internal 
control systems used solely in administering nomajor federal financial 
assistance programs. 

However, our study and evaluation and our. examination disclosed no 
condition that we believe to be a material weakness in relation to a 
federal financial as'sistance program of the City of Lodi, Californra. 

This report is intended solely for the use of management and the 
cognizant agency and shoilld not be used for any other purpose. This 
restriction is not intended to limit the distribution of this report, 
which, upon acceptance by the City of Lodi, California, is a matter of 
public record. 

November 18, 1968 
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